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SUBJECT: VENEZUELAN INCOME TAX ON EOREIGN NATIONALS 

REE: CARACAS 04574 

1 . SUMMARY. ON THE BASIS OF INFORMATION CONVEYED IN REE- 
TEL, IT DOES NOT APPEAR ADVISABLE TO PURSUE WITH VENEZUELA 
THE POSSIBILITY OP CONCLUDING AN INTERIM ARRAN;EMENT 
LIMITING THE TAX LIABILITY OF U.S. BUSINESSMEN IN 
VENEZUELA. PREFERABLE COURSE AT THIS TIME APPEARS TO BE 
TO AWAIT VENEZUELAN COMMENTS ON U.S. DRAFT OF FORMAL TAX 
AGREEMENT. 

2. CURRENT PROBLEM IS NOT SUPFICIENTLY ACUTE TO WARRANT 
ATTEMPT TO SECURE INTERIM AGREEMENT. EMBASSY HAS RECEIVED 
NO COMPLAINTS AND ALTHOUGH DEPARTMENT HAS HAD TWO CON- 
GRESSIONAL INQUIRIES, PROBLEM DOES NOT APPEAR TO BE WIDE- 
SPREAD. CASES OF MISAPPLICATION OF EXISTING LAW CAN BE 
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DEALT WITH ON CASE-BY-CASE BASIS BY EMBASSY. 

3. REFTEL INDICATES THAT VENEZUELA IS NOT LIKELY TO BE 
RECEPTIVE TO PROPOSAL FOR INTERIM AGREEMENT. FURTHER 
DISADVANTAGE OF SUCH AN APPROACH MAY BE TO CONFUSE PROCESS 
OF NEGOTIATIONS ON FORMAL TREATY AND TO DELAY ITS CONCLU- 
SION. 
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4. PROSPECTS FOR CONCLUSION OF FORMAL TAX AGREEMENT APPEAR 
GOOD. ANTICIPATED VENEZUELAN RESPONSE TO U.S. DRAFT BY END 
OF JUNE IS TIMELY. ALTHOUGH REETEL INDICATES THAT VENE- 
ZUELA MAY PROPOSE CHANGES IN U.S. TEXT, THERE IS NO 

REASON TO ASSUME AT THIS TIME THAT PROCESS OF NEGOTIATION 
WILL BE UNDULY PROTRACTED. 

5. EMBASSY IS THEREFORE REQUESTED TO FOREGO PROPOSAL FOR 
INTERIM AGREEMENT AND TO AWAIT VENEZUELAN COMMENTS ON 
U.S. DRAFT OF BILATERAL TAX AGREEMENT. DEPARTMENT SHOULD 
BE INFORMED OF SUBSTANCE OF VENEZUELAN COMMENTS WHEN 
RECEIVED. CHRISTOPHER 
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